Revitalization of regional resources by Nijkamp, P. et al.
SERIE RESEARCH mEmORMIDn 
REVITALIZATION OF REGIONAL RESOURCES -
A MULTIDIMENSIONAL PROFILE ANALYSIS 
P e t e r Nijkamp 
Theo A l s t e r s 
Ronald van der Mark 
Researchmemorandum 1986-43 November 1986 
VRIJE UNIVERSITEIT 
FACULTEIT DER ECONOMISCHE WETENSCHAPPEN 
A M S T E R D A M 

REVITALIZATION OF REGIONAL RESOURCES -
A MULTIDIMENSIONAL PROFILE ANALYSIS 
Peter Nijkamp 
in association with Theo Alsters and 
Ronald van der Mark 
Paper presented at the 26th 
European Conference of the 
Regional Science Association, 
Cracow, August 1986 

1 
REVITALIZATION OF REGIONAL RESOURCES -
A MULTIDIMENSIONAL PROFILE ANALYSIS 
Pe te r Nijkamp 
In recent years several attempts have been made to improve the 
competitive position of regions by favouring a regional innovation 
policy, inter alia on the basis of science parks concepts and high 
tech developments. In various cases, however, the indigenous 
development potential of a region was not satisfactorily taken into 
account. 
The present paper aims at analyzing the development and innova-
tion potential of a region from the viewpoint of the potential contri-
bution of small- and medium-sized firms to regional economie progress. 
Especially in many regions outside the industrial heartlands such 
firms account for a large share of the economie performance of these 
regions. 
The analysis is based on a confrontation of multidimensional 
sypply and demand profiles of these firms in the successive regions of 
a spatial system. A close harmony between a regional supply profile 
and an entrepreneurial demand profile is assumed to increase the 
development potential of a region. Such a profile analysis may then be 
used to make a systematic typology of regions. 
The previous analytical model will be tested on the basis of a 
systematic comparison of regions in Europe, both in the more prosper-
ous and the less developed countries. 
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1. Regional Development Policy in Transition 
The economies of most industrialized countries show clear signs 
of structural change processes; the stagnation phenomena which hit our 
economies in the seventies have induced a process of economie restruc-
turing, in which efficacy of public policy efforts and self-generating 
revitalization efforts of the private sector play a dominant role. 
Technological progress, research and development (R & D), innovation 
of production and management functions, and flexible adjustment to new 
eircumstanees are at present regarded as key forces for the enhance-
ment of productivity and eompetitiveness (cf. Nelson and Winter, 1982, 
and Stoneman, 1983). 
This re-orientation in economie policy has also gradually exerted 
a profound impact on regional planning. Until the mid-seventies 
regional planning was mainly caught in the dilemma of efficiency vs. 
equity. In order to find a compromise between these two conflicting 
policy objectives, regional development policy was usually based on 
attempts at favouring large-scale investments in fixed capital, the 
use of unskilled or idle labour, the exploitation of low-cost natural 
resources, and the production of medium-quality commodities, so that 
in less advanced regions price was the main factor for competition 
(cf. also OECD, 1986). 
In the eighties, however, the context and contents of regional 
policy have dramatically changed. A first reason is the increase in 
knowledge orientation of modern production technology. The necessity 
to manufacture sophisticated products that do not only compete on a 
local market, but also on a world market, has called for an 'intellec-
tualization' of all phases of production (ranging from product design 
to after-sales services). This rise in R & D intensity is in turn 
induced by new technological developments in areas like computer 
science, telecommunication and informaties. Consequently, the 
development potential of a region is co-determined by its access to 
and use of this modern knowledge network (cf. Giaoutzi and Nijkamp, 
1987). 
Another reason for a re-orientation has to be sought in the 
changing production structure of our economies. In contrast with the 
trend toward mass production and industrial concentration, we observe 
nowadays a new evolution toward small production units. This is 
partly due to the fact that the economie stagnation has triggered off 
the emergence of a small-scale innovative entrepreneurship, and partly 
due to the decentralization tendencies which have been made possible 
by modern information technologies (cf. Nijkamp, 1986a). In any case, 
small- and medium-sized enterprises (SMEs) are likely to play a 
crucial role in the economie revitalization of lagging regions, as 
sueh firms in particular exhibit the features of a Schumpeterian 
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2. A Multidimensional Locational Profile Analysis 
In the current phase of the industrial life cycle, SMEs play an 
important role in the recovery, restructuring and improvement of a 
regional economy (cf. De Smidt, 1981). In the framework of an economie 
revitalization, new and innovative SMEs provide also a stimulus for 
economie growth in less favoured regions (cf. Aydalot, 1984). An 
extremely relevant question is: which regional conditions are favour-
able for the emergence and expansion of SMEs? In other words: which 
specific regional conditions act as seedbeds for the creation of new 
SMEs? Clearly, various regional conditions are fixed - at least in the 
short run - and cannot be directly adjusted to the locational demand 
profile of SMEs. Examples are: physical and climatological conditions, 
the locational position of a region, the socio-demographic structure, 
the employment situation and so forth. 'In fact, regional resources 
are relatively spatially fixed and some basic characteristics of 
single regional environments such as the quality of the labor force, 
the level of technical and management know-how and the social and 
institutional structures are relatively stable. Therefore, regional 
growth as well as sectoral location are largely determined by the 
endowment and productivity of the stock of regional resources rather 
than by the external flow of resources.* (Cappellin, 1983, p. 460). 
However, various regional conditions can be modified in the 
medium and long term through a social overhead capital (SOC) policy, 
that is geared to the specific requirements of a region (see Hirsch-
man, 1958). SGC will be regarded here - in a broad sense - as all 
(material and immaterial) public capital which is complementary to the 
available locational (supply) profile of a region and which acts as an 
incubator function for new socio-eeonomie developments (see Nijkamp, 
1986b). Thus, SOC serves to enhance the regional development potential 
of a region by increasing the efficiency of existing production 
factors (see also Biehl, 1986, and Buhr and Koppel, 1986). In this 
context, empirical research on the contribution of SOC to regional 
development has successfully made use of a so-called quasi-production 
function approach, in which - in addition to conventional production 
factors - also SOC was included as a major explanatory factor for the 
rise in the regional development potential (see for an empirical 
analysis of the regions in the European Community, Biehl, 1986) . 
In addition to a regional development policy based on a SOC 
strategy (an 'external' strategy), one may also try to improve the 
economie growth potential of development areas by mobilizing their 
indigenous development resources like the SME sector (an 'internal' 
strategy). The latter strategy aims at revitalizing a regional economy 
by employing the internal regional development potential, by favouring 
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account the diversity of locational factors in a regional development 
study. In our paper also an attempt will be made to take into account 
the relative importance (i.e., priority) attached to the locational 
factors for the SME sector, so that one may arrive at an evaluation of 
the regional production potential for SMEs. For instance, if a specif-
ic locational factor for an SME activity is well represented in a 
given area and if this factor is attached a high priority, then the 
area concerned may be a favourable location for the SME activity 
concerned. This may lead to a strength-weakness analysis which may be 
used for both peripheral development areas and central restructuring 
areas. Before presenting the formal methodology of our study, we will 
in the next section pay more explicit attention to the SME sector per 
se. 
3. The SME Sector 
The industrial development in de postwar period exhibits various 
phases (Robert, 1982): 
1945-1960: concentration and specialization, based on large scale 
industrialization 
1960-1974: deconcentration, accompanied by interregional division 
of labour 
1974- : reconcentration, foliowed by a decline in industrial 
employment, the emergence of high tech activities and a rise in 
regional inequalities in Europe. 
The inertia implied by large scale industrial concentration could 
partly be removed due to the emergence of the more flexible SME sec-
tor. Clearly, the composition of SMEs in peripheral areas (Greece, 
Southern Italy, Ireland and Southern France, e.g.) is different from 
that in central areas. SMEs in peripheral regions are usually depen-
dent on branch plants or weakly innovative firms, but an advantage of 
these SMEs is their flexibility and low dependence on exports. On the 
other hand, SMEs in central areas are more geared to a highly develop-
ed industrial structure, located in large agglomerations. 
The interest in the SME sector is a result of a new industrial 
spirit, in which the self-generating employment capacity of the 
industrial sector is emphasized. In this context, it is assumed that 
the SME sector contains many growers and renewers, which may favour 
technological innovation (Rothwell and Zegveld, 1982). Furthermorë, 
the SME sector has in the recent past demonstrated a remarkable 
capability to achieve a relatively stable employment level (cf. 
Hamilton, 1985). Thus, the SME sector is a potentially effective 
vehicle for creating new jobs, for stimulating a regional revitaliza-
tion based on indigenous development resources and on greater flexi-
bility, and for favouring industrial innovation. Small size appears to 
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generate s ign i f i can t economies, espec ia l ly in case of a favourable RPS 
and RPE (including an open communication in f r a s t ruc tu re ; see Duché and 
Savey, 1985). 
This important ro l e of SMEs as t r i gge r s of development i s often 
explained from the spec i f i c ent repreneur ia l s p i r i t in t h i s sec tor , 
character ized in te r a l i a by independence, r e sponsab i l i ty , reac t ion 
against public in te r fe rence , simple organisa t ional s t r u c t u r e s , rapid 
decision-making, tailor-made production organisat ion e t c . This i s a lso 
re f l ec ted in the following l i s t of a t t r i b u t e s derived from P i a t i e r 
(1984): 
Characteristics of large and small firma 
Large Small 
1. Mass-prpduction 
- sales and - investments 
2. Large share of market 
3. Control of production process 
and factors through internal 
and external organization 
4. Benefits from using speciali-
zed production factors like 
research, consultation and 
staff services 
5. Reduced internal control in 
case of growth 
6. Power in society in" general 
7. Technical complexity 
8. High. capital/labour ratio 
,9. Output capabie of automatic 
impersonal quality of control 
10. Semi-skilled or ünskilled 
labour " "' 
11. Production/sales on national/ 
international scale 
Flexibility and adaptation 
Small market share 
Relatively favourable labour 
climate, although wages are 
often lower 
Services and adaptation to 
particular wishes of custo-
mers 
Personnel leadership and 
organization 
Slight power in society 
Low technical complexity 
Low capital/labour ratio 
Personal supervision of quality 
necessary 
mediiail and highly skilled 
labour required 
Local or regional markets 
In the framework of our"paper SMEs will be defined as enterprises 
(industry, handicraft) with less than 500 employees. These firms can 
be further subdivided into: 
- very small (^  10 employees) 
- small (10 - 100 employees) 
- medium size (100 - 500 employees) 
Clearly, the SME sector as a whole is very heterogeneous. 
The advantages of the SME sector are quite. diverse, and may be 
judged on the basis of the following criteria (cf. Alsters and Van der 
Mark, 1986): 
(a) employment impacts. In many European countries the r i s e in the 
number of jobs in the SME sector has compensated the loss of jobs 
in the large i ndus t r i a l s ec to r s . In additLon, .the qua l i ty of 
labour in the SME sector (including various spin-off ef fects) and 
the r e l a t i v e l y lower wage r a t e s have meant a s ign i f i can t stimulus 
7 
for the r i s e of the SME sec to r . 
(b) new firm c rea t ion . Besides the growth of ex is t ing firms also 
new establishments contr ibute to the employment growth in the SME 
sec to r . I t i s noteworthy, however, tha t in various cases new 
establishments are r e f l e c t i n g a branch plant s t ra tegy of a large 
mother company. Final ly , i t has to be noted tha t not only the 
b i r t h r a t e , but also the death r a t e of SMEs i s in general high. 
(c) innovation p o t e n t i a l . The f l ex ib le manufacturing in SMEs leads 
to a high innovativeness of SMEs, espec ia l ly in cent ra l favour-
able l oca t ions . New ventures based on large spin-off effects and 
various buy-outs induce an innovative climate in areas with a 
good knowledge and R & D in f r a s t ruc tu re . 
(d) f l e x i b i l i t y . In contras t with bureaucrat ie management of 
l a rge - sca le companies, SMEs have a high degree of f l e x i b i l i t y , so 
tha t they can eas i ly adjust themselves to new management and 
organisat ion pa t t e rns , new production methods, new sca le tech-
niques or new marketing s t r a t e g i e s , mainly because of t he i r low 
overhead i n f r a s t ruc tu r e . 
(e) va r i a t ion in production systems. SMEs are able to operate on 
small and specia l ized markets by providing competitive t a i l o r -
made goods. 
The abovementioned l i s t of po ten t ia l advantages of SMEs in a 
regional development s t ra tegy wi l l be fu l ly r ea l i zed only i f the 
region concerned has an optimal development p o t e n t i a l . The elements in 
the RPE which favour the spec i f i c regional development po ten t ia l 
geared to the SME sector are the following: 
(1) a c c e s s i b i l i t y . The regional a v a i l a b i l i t y of an e f f ic iën t 
communication and t ranspor ta t ion in f ras t ruc tu re i s of crucia l 
importance for SMEs, in pa r t i cu la r because SMEs need in general 
backward and forward linkages with other firms and/or markets. 
(2) c e n t r a l i t y . The c e n t r a l i t y (or pe r iphera l i ty ) of a region 
re fe r s to i t s r e l a t i v e posi t ion in a larger se t of regions . The 
distance (including t ranspor t costs and lagged innovation 
diffusion) to the economie hear t land(s ) of these regions de ter -
mines to a large extent the development po ten t ia l of a region, as 
i s also demonstrated by the economie posi t ion of various regions 
in the Common Market. 
(3) agglomeration s i z e . Up to a ce r ta in c r i t i c a l threshold l e v e l , 
large agglomerations do provide economies of sca le for the SME 
sec tor , due to close functional linkages and d i rec t access to 
relevant information systems. 
(M) i n s t i t u t i o n a l and policy framework. In t h i s context, various 
forms of f inancial support for SMEs (including venture c a p i t a l ) , 
various policy measures fos ter ing innovations and new technolo-
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gies in the SME sector (by favouring R •& D infrastructure, e.g.), 
and information and advioe to SMEs (via technology transfer 
points or science parks, e.g.) may be mentioned. 
(5) educational facilities. Educational facilities and specialized 
personnel are extremely important loeational conditions for new 
SMEs. Bottlenecks in terms of skilled employees reduce the re-
gional development potential with respect to the SME sector. 
(6) residential climate. Various studies have demonstrated the rel-
evance of a favourable residential climate, expecially for highly 
skilled employees in the SME sector. 
(7) energy costs. Low regional energy costs favour the creation of 
SMEs in those regions. 
(8) wage rates. Low wage rates may give a region a stronger 
(interregional or international) competitive position. 
(9) labour foree. The composition and growth of the regional 
labour force (especially in the economically active age) are two 
important determinants of its development potential. 
(10) employment perspectives. Unacceptable unemployment levels may 
be coped with by means of effective migration policies, educa-
tional programmes, reductions in labour time, specific industrial 
sector policies, participation policies for the labour market 
etc. 
(11) regional opportunities for SMEs. This element refers both to 
the contribution of the SME sector to promising industrial activ-
ities and to the benefits of promising industrial activities for 
the SME sector. 
The abovementioned 11 attributes Of an RPE will be used in the next 
section in order to assess an operational multidimensional profile for 
the development potential of a set of regions in regard to the SME 
sector. 
4. Methodology 
In the present section the analysis framework for assessing the 
profiles of RPEs will be described. 
First, the concept of an RPE matrix will be introduced. This 
matrix denoted by E contains the numerical values of the 
abovementioned 11 attributes (see section 3) across all regions (R) 
under study. Thus this matrix can be represented as: 
E = 
el1 " " " S1R 
SI1 ' ' ' SIR 
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where I = 11. The assessment of the values of e^r (i=1,...,I; 
r=1,...,R) requires an operational definition of each of the succes-
slve development potential factors, which is consistent and compens-
able across all regions via appropriate standardisations. Thus E re-
presents the multidiraensional profiles of each of the R regions 
concerned. 
In addition to the RPE matrix, we construct a so-called RSE 
(regional sector evaluation) matrix. This matrix denoted by S repre-
sents for each relevant branch (subsector) of the SME sector the 
relative importance of each of the factors included in the RPE matrix. 
Thus this matrix has the following shape: 
S = 
S11 ' * ' S1J 
SI1 ' ' ' SIJ 
where J is the number of relevant branches in the SME sector. Each 
entry Sjj (i=1,...,I; j=1,...J) represents the relative weight 
attached to factor i for branch j. These weights are regarded as score 
points and satisfy the usual additivity condition: 
I - s - 1 , Vj 
1-1 J 
In the framework of this study, the following branches of the 
industrial SME sector are distinguished, based on a distinction 
between final-market oriented, intermediate, export-oriented, innova-
tive and high-tech flrms (see for more details Alsters and Van der 
Mark, 1986): 
(I) final-market oriented 
(2.) intermediate 
(3) intermediate innovative 
(4) final-market export oriented 
(5) intermediate export oriented 
(6) intermediate high-tech oriented 
(7) final-market export oriented and innovative 
(8) intermediate, export oriented and innovative 
(9) intermediate, innovative and high-tech oriented 
(10) final-market innovative 
(II) intermediate, export oriented, innovative and high-tech oriented 
It is clear that firms in each of these branches will attach a differ-
ent priority to the factors of the locational profile in the RSE 
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matrix. These priority weights can in principle be assessed by means 
of expert judgements of persons who are familiar with the SME sector. 
The resulting problem is essentially a multi-criteria evaluation 
problem. We have a set of performance scores (incorporated in the RPE 
matrix) and a set of weights (incorporated in the RSE matrix). For the 
sake of simplicity, we will employ here only the simplest multi-
criteria techniques available, viz. the weighted summation technique. 
Clearly, other more sophisticated techniques may be used as well, but 
for illustrative purposes we prefer here the use of the weighted sum-
mation technique. 
This technique provides then an evaluation of the regional 
development potential of each of the branches of the SME sector in 
three steps. First, for each region r (r=1,...,R) a compound sector 
evaluation matrix Cr can be constructed which is defined as 
follows: 
C 
r 
S1r311 ' • • e1rS1J 
Ir 11 Ir IJ 
Each ith row of Cr represents the weighted regional development 
potential for factor i with respect of all J branches, while each jth 
column represents the weighted regional development potential across 
all attributes for SME branche j. 
Next, one may calculate the total regional development potential 
across all SME branches in region r by means of the following J-
dimensional profile: 
I I 
c = [ I e . s . . . . . . . T e . s . T ] 
-r L .
L
. ir i1 .L. ir ïJ J i=1 i=1 
T 
In the final step, the overall growth potential of region r (in 
terms of the weighted development potential of all relevant attributes 
for all SME branches) is calculated as: 
J I 
c = I I e. s. . 
r ir 11 
j=1 i=1 J 
The various elements cr can for all regions r (r=1,...,R) be 
included in an R x 1 multiregional profile vector £. The results 
from these steps can be used to make a systematic typology of the 
development potential for the SME sector in a system of regions. 
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Finally, we will use a regional performance indicator (RPI) 
matrix, which comprises for each region a set of relevant growth 
indicators. This matrix denoted by G has the following shape: 
G = 
'11 
g K1 
'1R 
bKR 
performance indicators. The following where K is the number of 
indicators will be used here: 
(1) growth in gross regional product 
(2) growth in value added 
(3) growth in regional employment 
(4) relative change in industrial employment 
(5) relative change in employment share of SME sector (by size of 
establishment). 
It is of course an interesting analytical question whether the RPI 
matrix bears a correspondence with the multiregional profile vector 
c_. In the next section, the abovementioned analysis framework will 
be further clarified on the basis of a study in the development 
potential for the SME sector in various regions of the Common Market. 
5. A Case Study 
In the present case study 18 different regions from the European 
Community will be taken into consideration. These regions are Standard 
regions (so-called level II regions), except Greece (level I) and 
Twente (level III). These 18 regions are : 
(1) Greece (10) Yorkshire and Humberside 
(2) Sicily (11) Lorraine 
(3) Puglia (12) Luxembourg 
(4) Ireland (13) Saarland 
(5) Midi-Pyrénéés (14) Twente 
(6) Aquitaine (15) Liège 
(7) Languedoc-Rouss i1Ion (16) Limburg 
(8) Northern Ireland (17) East-Flanders 
(9) Cleveland, Durham, Cumbr ia, (18) Nord-Pas de Calais 
and Tyne and Wear 
Regions (1)-(7) from this list are peripheral areas, while the remain-
ing regions are restructuring areas. For each of these regions the 
data on the 11 profile elements making up the regional development po-
tential (accessibility, centrality, etc, see section 3) have been 
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gathered. Instead of presenting all details we will present here only 
the main trends in the form of a strength-weakness table (see Table 1) 
RPE 
f a c t o r s 
r e g i o n s (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
(1) X X 
(2) X X X 
(3) X X X 
(4) X X X X 
(5) X X X X X 
(6) X X X X 
(7) X X X X 
(8) X X X 
(9) X X X X X X X 
(10) X X X X X X X X 
(11) X X X X X X 
(12) X X X X X 
(13) X ; X X X X X 
(14) X X X X X X 
(15) X X X X 
(16) X X X X X 
(17) X X X X X 
(18) X X X X 
Table 1 . A strength-•weakness tab le for 18 regions in terms of 1 
factors representing the regional production environment 
(RPE). 
Legend: x : higher than average value. 
If we would only be interested in the overall development potential of 
these regions, without regarding the specific relevance of these 
factors for the SME sector, we might calculate the unweighted average 
of the 11 RPE factors (see Figure 1). 
1 2 3 4"5 6 7 3 9 1011 12 13 14 15 16 17 13-
Figure 1. Unweighted representatfon of the development potential of 
18 regions. 
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The next step of the analysis is the assessment of the RSE matrix 
for each of the 11 SME branches (see section 4) and for all 11 profile 
factors (see section 3). Based on expert judgements this weight matrix 
could be quantified (see Table 2). 
RPE 
factors 
SME 
branches (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
(1) .2 .03 .3 .03 .1 .05 .05 .1 .1 .05 .02 
(2) .2 .2 .2 .03 .06 0 .05 .1 .1 .03 .03 
(3) .2 .2 .1 .05 .1 0 .03 .03 .1 .03 .1 
(4) .1 .02 .2 .03 .2 .02 .03 .05 .1 .06 .2 
(5) .2 .2 .1 .03 .05 .03 .06 .1 .1 .02 .06 
(6) .1 .1 .08 .05 .2 0 .03 .1 .1 .1 .1 
(7) .06 .08 .06 .08 .2 0 .03 .02 .2 .06 .2 
(8) .08 .02 .1 .1 .2 .1 .06 .08 .1 .03 .1 
(9) .08 .05 .1 .05 .2 .01 .03 .05 .2 .06 .2 
(10) .08 .1 .08 .06 .2 .03 .03 • 03 .1 .05 .2 
(11) .2 .1 .2 .05 .08 .03 .08 .1 .1 0 .05 
Table 2. Expert assessment of the RSE matrix. 
By using next the methodology outlined in section 4 the regional 
development poltential can be gauged. The main results for each type 
of SMEs is given in Table 3. 
SME 
branches 
regions (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
(1) 0 0 0 0 0 0 
(2) 0 0 0 0 0 0 
(3) 0 0 0 0 
(4) 0 0 0 0 0 
(5) 0 0 0 0 0 
(6 ) X X X X X X 
(7) X X X X X 
(8) 0 0 0 0 
(9) X X X X X 
(10) X X X X X 
(11) X X X X X 
(12) X X X X X 
(13) X X X 
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(14) X X 
(15) X X 
(16) X 
(17) X X 
(18) X X 
X X 
X 
X X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
Table 3. A strength-weakness table of the development potential of 
18 regions with respect to 11 SME branches. 
Legend: x : higher than average value over all regions and 
higher than average SME value in own region. 
0 : higher than average SME value in own region. 
It is interesting to see that from the peripheral regions (1)-(7) only 
Aquitaine and Languedoc-Roussillon have a slightly more favourable 
development potential. The perspectives of all others are relatively 
unfavourable. On the other hand, Northern Ireland is the only re-
structuring area from the list (8)~(18), which has less than average 
favourable perspectives. 
It is also noteworthy that the SME branches (2), (6), (8), (10) 
and (11) do not have a strong position in the peripheral regions. Only 
category (9) has a slightly higher score in peripheral areas. Besides, 
branches (5) and (7) appear to perform relatively well in all regions 
(except in Belgium). Finally, branches (8) and (10) appear to have a 
strong position almost exclusively in Belgian and Dutch regions. 
The overall development potential of all regions (see section 4) 
can now also easily be calculated (see Figure 2). 
1 2 3 4 5 6 7 3 9 10 11 12 13 14 15 16 17 18 
Figure 2. Weighted representation of the development potential of 
18 regions for the aggregate SME sector. 
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A comparison of the results from Figure 2 with those form Figure 
1 shows that both figures to a large extent present a similar pattern. 
However, from the peripheral areas only Aquitaine scores now higher 
than average, while from the restructuring areas - besides Northern 
Ireland - also Liège and Luxembourg have a less than average score. 
Finally, we may confront the results from Figure 2 with the RPI 
matrix. This confrontation is given in Table 4. 
(5) 
size of SMEs 
c (1) (2) (3) (4) 
r 
regions i 1-10 10-50 50-500 >5< 
(1) - - - + - + - + 
(2) - + + + + - + - -
(3) - + _ + + - + - + 
(4) - • J' + - + - + + + -
(5) - + - + + + - + -
(6) + - + + + + - + -
(7) - + - + + + - - -
(8) - + + - - - - - + 
(9) + + + - - - + - + 
(10) + + + - - - - - + - + 
(11) - +- - - + - + - _- + -
(12) - - - - + - + + + 
(13) + - - + + - - + -
(14) - - - - - . + - + -
(15) - ----- - + - + + - + 
(16) + - - - - - + + -
(17) + -- - + - -' + + + 
(18) + - - + - - - + -
Table 4. Confrontation of regional development potential with 
regional performance indicators. 
Legend: - less than regional average 
+ more than regional average 
The overall picture from Table 4 is extremely interesting. 
Peripheral areas (categories (1)-(7)) appear to have relatively a 
fairïy favourable regional performance in terms of: growth in gross 
regional product, growth in gross value added, less growth in unem-
ployment, and rise in industriaJ employment. Furthermore, the SME 
sector appears to perförm relatively well in peripheral areas, for 
almost all" size classes. 
The restructuring areas do in general not show favourable results 
in terms of regional product, gross value added, unemployment, and 
industrial~ employment. Various SME size classes appear to perform 
slightly better, while especially the size class with more than 500 
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employees leads to better results than those in the peripheral areas. 
The conclusion from this analysis is that - despite a relatively 
lower development potential of peripheral European areas - the 
relative growth performance of these areas, especially for the SME 
sector, is fairly favourable in comparison with other European 
restructuring areas. 
6. Retrospect 
This study aimed at analyzing the indigenous development potenti-
al of SMEs for a regional revitalisation, based on global regional 
data and expert views on the SME sector. Problems of perception and 
image (cf. Pellenbarg, 1986) were not taken into consideration, as 
this would require survey techniques or interviews. Clearly, the 
results obtained in this study are codetermined by the geographical 
scale of the analysis. Another limitation of this study is that the 
impact of the whole regional sectoral mix upon the SME sector could 
not be taken into account due to lack of input-output data. The ap-
proach adopted in this paper has focused attention mainly on the loca-
tional supply side and less on the requested demand profile of SMEs. 
This would no doubt be a fruitfui area for future research. Despite 
these limitations however, the present study has revealed - by means 
of a strength-weakness analysis - the importance of a diversity of 
locational factors for enhancing the regional development potential of 
the SME sector in various European regions. Also the .method of multi-
ple criteria analysis has proven to provide an operational research 
tooi for industrial locational analysis. 
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